
FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

VIA REQUESTED

Clean Tank, L.L.C.
Dionne R. Chouest, Registered Agent
16201 E Main
Galliano. LA 70354

Dear Ms Chouest:

APR 2 1 2005

RE: MUR5652

On April 5,2005, the Federal Election Commission found that there is reason to
believe Clean Tank, L.L.C., violated 2 U.S.C. § 441b(a), a provision of the Federal
Election Campaign Act of 1971, as amended ("the Act"), by making $8,000 in corporate
contributions to Terrell for Senate. This finding was based upon information ascertained
in the normal course of carrying out its supervisory responsibilities. See 2 U.S.C.
§ 437g(aX2). The Audit Report, which more fully explains the Commission's finding, is
attached for your information.

You may submit any factual or legal materials that you believe are relevant to the
Commission's consideration of this matter. Please submit such materials to the General
Counsel's Office within 15 days of your receipt of this letter. Where appropriate,
statements should be submitted under oath. In the absence of additional information, the
Commission may find probable cause to believe that a violation has occurred!

Please note that you have a legal obligation to preserve all documents, records and
materials relating to this matter until such time as you are notified that the Commission
has closed its file in this matter. See 18 U.S.C. § 1519.
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Requests for extensions of time will not be routinely granted. Requests must be
made in writing at least five days prior to the due date of the response and specific good
cause must be demonstrated. In addition, the Office of the General Counsel ordinarily
will not give extensions beyond 20 days.

If you intend to be represented by counsel in this matter, please advise the
Commission by completing the enclosed form stating the name, address, and telephone
number of such counsel, and authorizing such counsel to receive any notifications and
other communications from the Commission.

™ This matter will remain confidential in accordance with 2 U.S.C.
^, §§ 437g(aX4)(B) and 437g(aX12XA), unless you notify the Commission in writing that
r-< you wish the investigation to be made public.

JT] For your information, we have attached a brief description of the Commission's
^ procedures for handling possible violations of the Act If you have any questions, please
*ff contact Jack A. Gould, the attorney assigned to this matter at (202) 694-1650.
o
00 Sincerely,
(N

Scott E. Thomas
Chairman

Enclosures
Audit Report
Procedures

don of Counsel Form



Report of the
Audit Division on
Terrell for Senate
July 19.2002 - December 31.2002

uO

Why the Audit
Was Done
Federal law permits the
Commission to conduct
audits and field
investigations of any
political committee that is
required to file reports
under the Federal
Election Campaign Act
(the Act). The
Commission generally
conducts such audits
when a committee
appears not to have met
the threshold
requirements for
substantial compliance
with the Act1 The audit
determines whether the
committee complied with
the limitations,
prohibitions and
disclosure requirements
of the Act

Future Action
The Commission may
initiate an enforcement
action, at ah
with respect to any of the
matters discussed in this
report.

About the Committee (p. 2)
Terrell for Senate (TPS) is the principal campaign committee for
Suzanne Haik Terrell, Republican candidate far the U.S. Senate
from the slate of Louisiana, and is headquartered in Alexandria,
Virginia. For more information, see the chart on the Campaign
OrBanization« p«2<

Financial Activity (p. 2)

o Prom Individuals
o From Political Party Committees
o Rom Other Political Committees
o "Transfers from Other Authorized

o Loans-Made or Guaranteed by the
Candidate

0 Total Receipts
1 Disbursements
o Total Operating & Other

S2.53W44
154,726
665.149
420.500

300,000

$4,072^19

$3,721,155

Findings and Recommendations (p. 3)
Receipt of Prohibited Corporate Contributions (Finding 1)
Receipt of Contributions that Exceed Limits (Finding 2)
Receipt of Bank Loan (Finding 3)
Misstatement of Financial Activity (Finding 4)
Failure to Itemize Contributions from Individuals (Finding S)
Failure Co Itemize Contributions from Political Committees
(Finding 6)
Disclosure of Proceeds from Joint Fundraising Activity
(Finding 7)
Disclosure of Occupation and Name of Employer (Finding g)
Failure to Hie 48-Hour Notices (Finding 9)

2US.CM38(b).
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Parti
Background
Authority for Audit
Thii report is bind on an audit of Terrell far Senate (TFS), undertaken by the Audit
Division of the Fedenl Election Couuniuion (the Commiuion) in accordance with the
Aden! Election Campaign Act of 1971f ai amended (the Act). The Audit Division
conducted the audit pursuant to 2 U.S.C. (438(6), which pennits the Commission to
conduct audits and field investigations of any political committee that is required to file a
report under 2 U.S.C. §434. Prior to conducting any audit under this subsection, the
Commission must perform an internal review of reports filed by selected committees to
determine if the reports filed by a particular committee meet the threshold requirements
for substantial compliance with the Act 2 U.S.C. |438(b).'

Scope of Andit
Following Commission approved procedures, the Audit staff evaluated various factors
and as a result, this audit examined:
1. The receipt of excessive contributions and loans.
2. The recdptc/contribiitiorisrrom prohibited scwctt.
3. The disclosure of contributions received.
4. The consistency between reported figures and bank records.
5. The completeness of records.
6. Other committee operations necessary to the review.

Changes to the Law
On March 27,2002, President Bush signed into taw the Bipartisan Campaign Reform Act
of2002(BCRA). The BCRA contains many substantial and technical changes to the
federal campaign finance law. Most of the changes became effective November 6,2002.
Except for the period November 7.2002, through December 31,2002, the period covered
by this audit pie-dates these changes. Therefore, the statutory and regulatory
requirements cited in this report are primarily those thai were in effect prior to November
7,2002.
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PartH
Overview of Campaign

Campaign Organization

Important Dates
• Date of Registration
• Audit Coverage

Headquarters

Banklnfannatloa
• Bank Depositories
• Bank Accounts

Treasurer
• Treasurer When Audit Was Conducted

• Treasurer During Period Covered by Audit

AflatDttflBDBflaH JJHUsTflHUlOB

• Used Commonly Available Campaign
Management Software Package

• Who Handled Accounting, Recordkeeping
Tasks and other Day-to-Day Operations

TerreO for Senate
July 16, 2002
July 19, 2002 - December 31, 2002

Alexandria. Vinrinia

1
1 Checking, 1 Money Manager (Savings)

Brysn Blades (Starting March 31. 2003)
Justin Schmidt (Starting December 22. 2003)
Cliff Newlin

No
Yes

Vita Levantino - Consultant

Overview of Financial Activity
(Audited Amounts))

Cash oo hand ejnfr 19. 2002
Receipts

o From Individuals
o From FoiiPCal Party committees
o From Other Political Commitlees
o Trsnsfen from Otrier Authorized Conmiitteei
o Loins -Made or Ouinnieed by the Gmdidate

Total Recduts
Total Opmttau and Other Disbursements
Cash on band •December 31, 2002

$0

$2.532544
154.726
665.149
420.500
300,000

$4472419
$3,721.155

$351,764



Partm
Summaries
The interim audit report (IAR) was forwarded to TFS for response on May 21,2004. The
Audit staff contacted counsel for the committee and verified receipt of the report The
response wai due on June 23,2004. TFS requested and received a 15-dty extension to
July 8,2004 to respond to the IAR. On July 20,2004, IPS submitted (ditft) amended
repoits for the Audit staffs review prior to filing them with the Commission. Our review
indicated the amendments were deficient; materially resolving only two of the findings.
This infbnnsticfi was idayed to 113 repress TFS
representativesindicaied they are woiidng on a response. To dale, no further response
has been received; nor amended repoits filed with the Commission. * •

Findings and Recommendations

Finding 1. Receipt of ProhlWtcdCorpo»tc Contributions
TFS received 65 prohibited contributions totaling $64,600 from 47 different Limited
Liability Companies (LLCs) sad coiporate entities. The Audit staff recommended that
TPS either provide evidence that these contributions were not from prohibited sources or
refund the $64,600. (For more detail, see p. 5)

Findings. Receipt of Contributions that Exceed Limits
A review of contributions from individuals and political committees identified S41
contributions, totaling $552.773, which exceeded the contribution limits. In some
instances the contributions wens solicited after the election to which they relate but there
were insuffidem net debtt to altow TFS to keep die contribution. The Audit staff
recommended that TFS either provide evidence that the identified contributions were not
in excess of the limitations or refund $552,773. (For more detail, see p. 7)

Finding 3. Receipt of Bank Loan
The Candidate loaned TFS $101,000 from the proceeds of a bank loan. The Audit staff
was unable to determine if the bank perfected its security interest in collateral for the
loan. The Audit staff recommended that TFS pro vide documentation to show the loan
was properly secured. (For more detail, see p. 10)

Finding4. Misrtatement of Financial Activity
TTO misstated lecdpc^a'sbunwnients, and the endhig cash baJ The
Audit staff recommended that TFS amend its repoits to correct the misstatements.
(For more detail, see p. 11)



Findings. Failure to Itemize Contributions from

A sample lest of omtributicmrcvtaled that TO
from individuals on Schedules A IB required. The Audit staff recommended that TPS fife

• amended Schedules A, by reporting period, to disclose contributions not previously
itemized. (For more detiil, see p. 13)

Finding 6. Failure to Itemize Contributions from Polities!
Committees
TFS did not itemize 80 contributions totaling $134.597 received from political •

°^ committees. The Audit stiff reoomnicnded that TFS file amended Schedules A
*£ disclosing the contributions not previously itemized. (For more detail, see p. 14}
i*M

^ Finding?. Disclosure of Proceeds from Joint Fnndraising
<N Activity
** TFS failed to property disclose the rerapt of net proceeds fra
^ with Louisiana Victory 2002 Fund and Tenell Victory Commitiee. The Audit staff •
c> recommeiio^d that 1TC file amemfed reports to con^
*] more detail, see p. IS)

Findings. Disclosure of Occupation and Name of
Employer
TFS did not adequately disclose occupation ami/to name of em^yerinfonnation for
1.173 ajntributioni from iiidvidualj totaling $8 1W85. In addition, TVS did not'
demonstrate best efforts to obtain, maintain and submit the inronmtion. The Audit staff
reconunendedthatTPS either provide documentation that demonstrates bett efforts were
made to obtaiu the missing infbnnation or contact each contnbutor laddnaj the
information, submit evidence of such contact, and disclose any information received in
amended reports. (For more detail, see p. 16)

Finding 9. Faflure to File 48-Hour Notices
TFS failed to file 48-hour notices for 77 contributions totaling $106.100. The Audit staff
recommended that TFS provide evidence that 48-hour notices were timely filed.
(For more detail, see p. 17)



Part IV
Findings and Recommendations

The following finding! were difcuned with the TFS'representative at the exit
conference. Appropriate woricpapen ami supporting sdiedutes were p

The interim audit report (IAR) was forwarded to IPS for response on May 21,2004. The
Audit staff contacted counsel for the committee and verified receipl of the report The
response was due on June 23,2004. TPS requested and received a IS-dny extension to
July 8,2004 to respond to the IAR. On July 20,2004, TFS submitted (drtft) amended
reports for the Audit stafT a review prior to filing them with the Commission. Our re view
indicated the amendments were deficient; materially resolving only two of the findings.
This infonaatkm was relayed to TFS representatives via email on July 21.2004. TFS
representativesindcated they are woriting on a response. To dale, no further response
has been received; nor amended reports filed with the Commission.

[Finding 1. Receipt of Prohibited Corporate Contribution* |

TFS received 65 prohibited contributions totaling $64,600 from 47 Limited Liability
Companies (LLCs) and corporate entities. The Audit staff recommended that TFS either
provide evidence that these contributions were not from prohibited sources or refund the
$64,600.

A. Receipt of Prohibited Contributiotis-Candidates and committees may not accept
contributions (in the form of money, in-kind contributions or loans):
1. In the name of another; or
2. From the treasury funds of the following prohibited sources:

• Corporations (this means any imx)rporated organization, includmg a non-stock
coiporation, an incorporated membership organization, and an incorpmaied
cooperative);

• Labor Organizations;
• National Banks*
2 U.S.C. ftS441b. 441c. 441e, and 441f.

B. Definition of United Ual^ A limited liability company (LLC) if a
busmen entity recognized as an LLC under the laws of the state in which it was
established. HCPRftU0.1(gXl).

C Application of Undts and ProUbltions to IXC Contrilwtimik A contribution
from an LLC is subject to contribution limits and prohibitions, depending on several
factors, as explained below.



• LLCasFulocnUp. The contributioaii considered t contribution from •
partnenhip if the LLC chooies to be treated at a paitnenhip under Internal Revenue
Service (IRS) tax rules, or if it nukes no choice at all about its tax status. A
contribution by a partnenhip ii attributed to each partner in direct proportion to his or
hershsnofthepntnenhipprafitt. llGFRftftll0.1(eXl)and(g)O).

• LLCasCorponUfcuL The contribution is considered a corpora
is bund under the Act—if the LLC chooses to be treated at a corporation under IRS
rules, or if itt shares are traded publicly. HCFRfll0.1(g)(3).

• LLC with Single Metnbcr. Thecc«tributionis(X)nsidef«da(x>ntributionfroma
singteiixttvidualiftheLLCisasingJe-n^^
as a corporation under IRS rules. UCFRfll0.1(gX4).

D. UmttrfUiOtility Company'sRcqxMisfe At
the time it makes a contribution, an LLC must notify the recipient comminee:
• That it ia eligible to make the contribution; and .. .
• un^ case of an LLX: that considers itself a partnership (for tax p^

contribution ftouU be attributed a^ llCFR$110.1(gX5).

E. Questionable Contrtoutioiis. If a committee receives a contribution thai appears to
be prohibited (a questionable contribution), it must follow the procedures below:

1. Within 10 days after the treasurer receives the questionabte contribution, the

• Return the contribution ID the coMributor without depositing it; or
• Deposit the contribution (and follow the steps below). HCFRfl03.3(bXl).

2. Ifthecciimdneedepoaitttheqiiesticinabteconirib^
funds and most be prepared to refund them, ft must therefore maintain sufRcient
funds to make the refunds or establish a separate account in a campaign
depository for possibly illegal contributions. 11CFR §103300(4).

3. llwomimittee must keep a written reccfdexplahiing why the COT
be prohibiled and must include this information when reporting the receipt of the
contribution. 11 CFR §103.3(bX5).

4. Within 30 days of the treasurer's receipt of the questionable contribution, the
committee must make at least one written or oral request for evidence that the
contribution is legal. Evidence of legality includes, for example, a written
statement from the contributor explaining why the contribution ia legal or an oral
explanation that ia recorded by the committee in a memorandum. 11 CFR
H03.3(bXl).

5. Within these 30 days, the committee must either.
• Confirm the legality of the contribution; or
• Refund the contribiition to the contribittor and note the refund on t^

covering the period in which the refund was made. 11 CFR §103.3(bXl).



A review of contribution received by Tf^S resulted in the identification of 65 prohibited
contribution! from 47 different corporate entities totaling $64,600.* Of theae prohibited
contributionir

• TFS received directly 46 prohibited contributiont, which touled $43,400. Of
theae, 27 contributions, totaling $32,750. were from LLCs but lacked the
necessary documentation to establish that contributing entities are not treated as
cofpontions for tax purposes, and 19, totaling $10,650. were from coiponie
entities. During the course of the audit, TFS provided photocopies of letters,
dated August, 2003, sent to the corporate entities that were retumed by the

l"i contributon acknowledging their corporate status. Three of the letters were
K- returned to TFS as undelivermble. Purtfacf, the Aiidit staff contacted the
£J appropriate Secretary of State's office to confiim the corpoiate status for the 19
^ cxmtributiom from corporate entities. None of the contributions have been
(•s,i refunded.
*r
*T • In addition, TFS received 19 contributions from limited liability companies,
O tctaltag $21,200, as part of a transfer of pi^
<# coiidiictedbytheLouisiaraVktoiy2002Fuiid. As with the other contributions
rN from LLCs, TFS records did not contain any notifications fioin theae contributors

stating they were eligible to make such a contribution.

At the exit conference, the Audit staff provided TTC nqiresentatives with a schedule of
the prohibited contributions. As pan of documemation submitted subseouent to the exit
conference. IPS representatives confiniied that UK 46 contributioiw ($43,400) received
were from prohibited sources. They further indicated that letters will be sent relative to
the other 19 contributions received from LLCs requesting their IRS filing status.

Inte
The Audit staff recommended mat TFS provide evidence that the 19 contributions
($21,200) recdved as part of proceeds from a jrim Absent
such evidence, TFS should have refund the $64,600 in contributions and pro videdcopics
(front and back) of each negotiated refund check. If funds were not available to make the
necessary refunds, the amounts due should have been disclosed on Schedule D (Debts
and Obligations) until funds become available to make the refunds.

| Finding 2. Receipt of Contributions that Eareecd Limit* |

A review of contributions from individuals and political committees identified S41
contributions, totaling $552,773, which exceeded the.contribution limits.. In some
instances the contributions were solicited after the election to which they relate but there

lofUwporibfeprotribitedcoiributmfromU^^
haveuIRSfiUiviutusofpaitaenhiparimloii^

evaluate than M poufete excessive cottributioM.



were insufficient net debtt to illowTFS to keq> the contribution. The Audit stafT
recommended that TPS either provide evidence that the identified oomributioni woe not
in exeat of the limitations or refund $552,773.

A. Authorised OrnimHtf* Limits. An aitthorizedcoiniidtteeiiiayixx reedve more
than a total of $1,000 per election from any one person or $5,000 per election from a
multicandidate political committee. 2 US.C. f |441a(aXlXA). C2XA) and (f); 11 CFR
HI 10.1(a) and (b) and 110.9(a).

B. HsoidlingCoiitribiitkina That Appear ExoMslve If a committee receives a
contribution that appears to be excessive, the committee must either:

rj • Return the questionable check to the donor, or
,_i • Deposit the check into its federal account and:
r«i o Keep enough money hi the account to cover all potential refunds; .

o Keep a written record explaining why the contribution may be illegal;
o Include this explanation on schedule A if the contribution has to be itemized

before its legality is established;
o Seekaieattributionoraiedetigiiationrf

instructions provided hi Commission regulations (see below for explanations
of reattribution and redesignation); and

o If the committee does not receive a proper reattribution or redesignation
within 60 days after receiving the excessive contribution, refund the excessive
portion to the donor. 11 CFR»1033(bX3).(4)and(5)and
110.1(kX3XiiXB).

C. Contributions to Retire Debts. If an authorized candidate committee has net debts
outstanding after an election is over, a campaign may accept contributions after the
election to retire the debts provided that:
• The contribution hi designated for that election (since an undesignated contribution

made after an election counts toward the limit for the candidate's upcoming election);
• The contribution does not exceed the contributor's limit for the designated election;

and
• The campaign has net debts outstanding for the designated election on the day it

receives the contribution. llCFR$110.J(b)(3Xi)ind(iii).

D. Revised Regulations Applied. The Commission recently adopted new regulations
that allow committees greater latitude to designate contributions to different elections and
to reattribute contributions to joint account holders and has decided to apply these
regulations to current matters. The Audit staff has evaluated the excessive contributions
discussed betow using the new regulations.

Ms. Terrell participated in three elections in 2002; a primary that consisted of filing the
necessary papers to qualify for the general election ballot, a general election, and because
no omdidate received more than 50% of u^ vote in the general election, a runoff. A



review of contribution from individuds and political committees identified 541
contributions, totaling $552,773'. that exceeded the contribution limits fur the primary,
general or runoff dectiont. In lomecaiei the ccfltributioni were received after an
election at t time when the Audit staff determined there were no net debts outstanding.
The Audit staff noted that a significant portion of these excessive contributions resulted
from TFS receiving $3,000 contributions from contributors after the general election.

• As of August 23,2002. the date of the primary election, the Audit staff calculated thai
TFS did not have net debts outstanding. The Audit staff identified certain contributor
checks dated and recei ved subsequent to the primary election that were designated by

N, the contributors for that election. TFS received 70 such contributions totaling
|v> $115,500. These contributions were not later redesignated by the contributor to
fM another election and should have been refunded. In addition, one excessive
<~i contribiitiGfi for SljOTO was iecdve4 prior to
r~"i reattributed nor redesignated

• Aa of November 5,2002, the date of the s^neialelectioii, the Audit staff calculated
that TPS had net debts outstanding of $157302. Hie Audit staff identified
contributions totaling $430,750 received after the general election some of which
were designated specifically for the general election and some of which were the
undesignated, excessive portions of run-off contributions that could be applied to
general election debt Thc^contributioit were applied to the g«>ncna debt in
chronological order until the debt was exhausted. A review of the remaining
conuibutkmsdetermmedthatlTCitodv^
general election, which exceeded the amount needed to retire the net debts
outstanding for the general election by a total of $68398. The remaining
undesignated, excessive run-off contribiitiom that co îld not be appUed to general
election debt are included in the excessive run-off contributions discussed below.

• The Audit staff determined that TES had received 398 excessive contributions
touting $367,875 relative to the runoff election. These excessive contributions were
all received prior to December 7,2002, the date of the runoff election.

At the exit conference, the Audit staff provided TFS representatives with a schedule of
the excessive contributions noted above. TPS representatives had no comment.
Subsequent to the exit conference, TFS stated that they lack sufficient cash on hand to
make the refunds but would amend its reports to include all excessive contributions as
debts on Schedule D.

Interim Audit Report Reeommendi
The Audit staff xecommended that TFS:
• Provide evidence that the identified contributions were either not excessive or were

appUcabletoarietdebtoiitstsiKtingforapatticidarelectiOT;^

* The Aadta staff's smlyris of TFS BCCOM balms through the end of Hit
belencw were mainlined eo chat contributions derifntted for • particular election were not u«ed for eariier
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• Refund $552.773 and provide evidence of such refuttb (copies of the from and back
of the cancelled checks); and

• If folds were IK* available to make the iiecesŝ
its repocts ID reflect the amounts to be refunded as debts on Schedule D (Debts and
Obligations Excluding Loans) until finds become available to niake the refunds.

| Finding 3. Receipt of Bank Loam I

The Candidate loaned ITS $101,000 from the proceeds of a bank loan. The Audit staff
was unable to determine if die bank perfected in security interest hi collateral for the
loan. The Audit stBffnconmiended that TRS provide documentation to show the loan
was properly i

Standard
ExdudedfhuntlMDelliiltkmofCimtrlbotion. The term •'contribution" does

not include a loan from • Stale or federal depository institution if such loan is made:
• in accordance with applicable banking laws and regulations;
• in the ordinary course of business;
• on a basis which assures repayment, as evidenced by a written instrument; and
• bearing the usual and customary interest rate of the lending institution. 2 U.S.C

S431(8XAXyii); 11CFR §100.7(bXH).

Assurance of Rtfmyment Comniissioniegidatiorastatealoaniscor^o^i^nutdeona
basis which assures repayment if the lending mstitution making the loan has:

Perfected a security interest in collateral owned by the candidate of poUtical
i receiving the loan.— ^*

Obtained a written agreement whereby the candidate or poKticalcoinniittee receiving
the loan has pledged future receipts, such as pimlic financmg payments.
If these lequJrements are not met, the Commission will consider the totality of
circumstances on a case by case basis hi determining whether the loan was made on a
basis which assured repayment. 11 CFR f f 100.7(bXl D and 100.8(bX12).

On August 2,2002, the Candidate obtained a $101,000 loan from First Bank and Trust
(FBT) which included a $1,000 prepaid finance charge and had a maturity date of August j
2,2003. On August 5,2002, the Candidate loaned TFS $100,000 from the proceeds of ' j
this bank loan. The loan was repaid by TO with a direct payment to the bank on i
December 16,2002, in the amount of $101358, which included $1358 in finance ' j
charges. TFS provided the Audit staff with a copy of the promissory note between the j
Candidate and the bank that slates that orflateral securing other loans with Lender may \
also secure this note; referencing it as "cross^olisteralization.** Further, a business loan j
agreement submitted with the ptoniissoiy note specifies the bonower is granting a !
Mcontinuing security interest" in any and all funds the borrower may now or in the future
have on deposit at FBT.
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The km documentation provided neither demited the collatenl intended to wcuxe this
Ion, nor indicated that such security interest had been perfected. The Candidate*!
financial statement, presumably subimttedM part of the application process, faili to
provide any specific information of other debts owed to FBT which could be subject to
"ooss-collatenlization.0 Further, the financial statement states the borrower has no
accounts at FBT. Therefore, it is the Aiidit staff sopmion that t^^
Commission's "assurance of repayment" standard.

At the exit conference, the Audit staff presented this matter to TFS representatives. No
questions or comments were posed by the representatives.

Audit Report Recommendation
The Audit staff recommended that TFS provide documerication to shcv that the loan was
secured with collateral that assures repayment; thai the security interest in the collatenJ
had been perfected; anoYor provide any comments it teeto are relevant Such
documentation should have included a description and valuation of trie collateral uweU
at the balance of all other outstanding debt secured by such collatenl.

I Finding 4. MtoUtemcnt of Financial Activity

1TC nriastatod recdpu, disbtnsem The
Audit staff recommended that TFS amend its reports to ccirect the nrfsstatenients.

Legal atsndud
Contanta of Reports* Each report must disclose:
• The anxwm of cash on hand at trie begrnning and end of trie report
• The total amoimt of recants for die rep^
• Trie tcialarnonnrfrn'sbursememt for the reporting period

and.
• Certain transactions that require itemization on Schedule A or Schedule B.
2 U.S.C. f §434(bXl). (2), (3), and (4).

Flusto and
The Audit staff recondled reported finandal activity to bank ivco^ The
following chart outlinea the discrepandes for receiptt(disburscrnenta, ami the ending
cash balance on December 3 1,2002. Succeeding parai7ipruad\faTtt trie reasons for the
nusstatonentt.nio«t of which occurred diirmg the ped TFS
representatives indicated that during that period the volume of activity and staff turnover
contributed to lapses in the data entry of some receipt and disbursement transactions.
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<M

"ft
O

2002 Camoato Activity

ODeaiu Cash Balance • July 19. 2002
Receipts

DUbommeou

The unflersuueiiient or receipts was me nei

Transfier of funds from joint fundraiser
ransrer nom jomi lunoraiser leponeg

Contributions from political comnutlec

Unexplained differences
N

The iinaerstatemeni 01 aisoursemenis was

Payments to media vendor not reports
Bank Loan Repayments not reported
Miscellaneous Operating Expenses noi

Memo
Reported Void Check

Repof i
S3J79J.

ted
0
3

$2,760479

$633̂ 64*

t result of

snotrepo
incorrectl
•snotrepo
n reported

[et Under

thenetrei

i

reported

dbyChecl

• :T^1 1 './-!•• I t 1 - ' 1

$0
$4 Î72J919

$3,721,155

$351,764

the following:

led (see Finding 7)
y (see Finding 7) •
rted (see Finding 6)
(pee Finding 5)

rtatemcnt of Receipts

wit of the following:

k or Debit

A

Dtocrepancy
$0

$693,576
Undenuied

P60876

$281,800
Oventaied

+ $3024)00
- 157̂ 00
+ . 134,597
+ 405.713
+ 8.766

$693.576

$ 685,000
301,422

3,006
9JOOO

15,000

12,834
a 2ft?

$ 960,876

TFS misstated the cash balance thioughc^ 2002 becaiise of the enors described above.
Inio\h'tion,aniTicorrectcaihbtJiiK«wucfiri^
Report to the Veer End Report which resulted in en overstatement of the cash balance by
$14,500. On December 31. 2002. the cash balance was understated by $281,800.

At the exit conference, the Audit staff explained the misstttements and provided
schedules of the reporting discrepancies. TFS representatives stated their intention to
review the spreadsheets provided and expressed a willingness to file amended reports to
correct these misstatements.

This tool does not foot; see explanation of ending cash balance bdow.
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The Audit staff recommended that TFS file iroiendcditporti, by reporting period, to
comet the nrissuuements noted above, including amended Schedules A and B as

Findings. Failure to Itemise Contributions from
IndMduto

A sample test of contributions revelled dial TFS did not itemize 15% of the contributions
from individuals on Schedules A as required. The Audit staff recommended that TFS file
amended Schedules A, by reporting period, to disctae contributions not previouslyi- — * — •itemizeo.

A. Wbentoltenriie. AutarizedcaiKfrlaie<xmiininea^
from an individual if it exceeds $200 per election cycle either by itself or when

legated with other contributions from the same contributor, 2 U.S.C ft434(bX3XA).

B. Election Cyck. Tlie election cycle begins on the first day following the date of the
previous genera] election and ends on the date of the next general election. 11CFR
S100.3(b).

C DeflnMoBoflfftnhartnn. Itemization of contributions received means that the
recipient committee discloses, on a separate schedule, the foUowing infonnation:
• The amount of the contribution;
• The date of receipt (the dale the comminee received the contribution);
• The full name and address of the contributor,
• In the case of contributions from individual contributors, the contributor's occupation

and the name of his or her employer, and
• The election cycle-to-date total of all contributions horn the same contributor. 11

CFR §{100.12 and 104J(aX4) and 2 U.S.C. §434(bX3XA) and (B).

Based on a sample re view of contributions from individuals, the Audit staff determined
mat ITS cUd not itemize 13% of such contributi^ The
majority of these emus resulted from contributions that were pah of December 2002
deposits not emend into the database TFS used to file its disclosure reports (See Finding
4. Misstatement of Financial Activity). On October 10.2003, ITS provided an up-dated
receipts database which included the missing contributions for the month of December
2002.

At the exit conference, the Audit staff presented this matter to TFS representatives who
had no questions or comments at that time. As part of documentation submitted
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subsequent to die exit conference, TFS stated it ii hi the process of amending its reports
to disclose all omitted individual

tectommemUtii
The Audit staff recommended that TFS fife amended Schedules A. by repotting period, to
comet die deficiencies noted above.

Finding 6. Figure to Itemize Contribution
Commttteeti

•*- TFS did IK* itemize 80 contribuUonitot^
'r| committees. The Audit stiff recommended that TPS file amended Schedules A
"~l disclosing the contributions not previously itemized.

A. When to Iteavtae. Authorized candidite committees must itemize:
Every contribution from any political committee, regardlett of the amount; and
Every transfer from aiuther political party committee, regardless of whether the
committees are affiliated. 2 U.S.C. $434(bX3XB) and (D).

B. Definition oMtemlzatfoa. Itemization of contributions received means that the
recipient committee discloses, on a separate schedule, the following information:
The amount of the contribution;
The dale of receipt (the data the committee received the contribution);
The full name and address of the contributor, and
Election cycle-to-date total of all contributions from the same contributor. 11CFR
§5100.12 and 104.3(aX4) and 2 U.S.C. «434(bX3XA) and (B).

FaeUsmdAnalyeis
A review of all contributions received from political committees identified 80
contributions totaling $134,597 which were not itemized on Schedules A of disclosure
reports filed by TFS. Similar to Contributions from Individuals discussed above, the
majority of these errors resulted from contributions that were part of December 2002
deposits not entered into the database TPS used to file its disclosure reports (See Fmding
4, MJsstatemcnt of Financial Activity).

At the exit conference, the Audit staff provided TFS representatives with a schedule of
the political committee contributions not itemized. TFS representatives stated they would
review the spreadsheets provided and make appropriate changes to TFS reports.

Lecommmflition
The Audit staff recommended thai TFS file amended Schedules A, by reporting period,
disclosing the contributions not previously itemized.
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I Finding 7. PJSMdoamM «f 9rn*mmAm from .Mn» !Nt«ii»ai«Ui|t

I Activity

TFS failed to properly disclose the receipt of net proceeds from joint fundraising activity
with Louisiani Victory 2002 And and Tentll Victory Committee. The Audit staff
recominended mat IPS file amended reports to coirectiy disclose these receipts.

Legal Standard
A. Itrmhition of Coatribntloiis From Joint jfrndrahing Efforts. Participating
political committees must report joint fundnising proceeds in accordance with 11 CFR
102. 17(cX8) when such fiinds are received from the tundraising representative. 11 CFR
5102.17(cX3)C"i).

Each participating political committee reports its share of the net proceeds as a trsiu/er-hi
from the tundraising representative and must aUofite a memo Scheduk A itemizing its
share of gross recdpts at contribudons from the original contributors to the extent
required under 11 CFR 1043<a). 11 CFR §102.1 7(cX8XiXB).

A&alyal
Tlie Audit staff determined that TFS received a total of $420,500 in net proceeds from
joint tundraising activity, $396,000 from ir» Uwisiant Victory 2002 Fund and $24^00
from the TerreU Victory Committee. Our review of these transfers noted the following:

• TFS did mrtieportrtor itemize traiisferstotalm^
2002 Fond and $7,000 received from Terrell VidtcryQ)mmitlee on Schedule A, line
12, Tnmsfers from Other Authorized Omumttees, as required (See Finding 4)

• TFSinconei^ydisctosedthearnountofatiiJisrerrec^
Committee as $175,000. when the actual amount of the transfer was $17.500.
overstating reported receipts by $157.500. (See Finding 4)

• TFS did iiot itemize itt share of toe grow iw»puw
contributors at required on memo Schedules A for any of o^$420,5(X) in transfers of
joint fundnising proceeds. TFS records did not contain this information. During
fieUwork, TFS obtained the information from both of the joint fundnising
AA^M^M£(AAAAGODUMUUBwav •

At the exit conference, the Audit staff provided TFS representatives a schedule oif the
omitted transfers from joint fundraising activity noted above. TFS representatives stated
their intention to review the spresdsheeu provided and expressed a willingness to file
amended reports to correctly report its activity.

Interim Audit Report Reeomsnendi
The Audit staff recommended that TFS file amended Schedules A to disclose the receipt
of net fundraising proceeds, along with the required memo entries.
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TFB did not adequately diicloie occupation and/or now of employer infannitian for
1.173 contribution! from individuals touling $812,583. In addition, IPS did not
demonrtnte best efforts to obtain, maittain aid The Audit staff
recommended that TPS either provide documentation that demonstrate* best efforts were
made to obtain die milling infonnadon or contact each contributor lacking the
information, submit evidence of such contact, and diicloie any infbnnation received in
amended reports.

ribntioas fam Individual!. For each itemized
contribution from an individual, the comnittee inust provide the contributor's occupatio
and the name of hia or her employer. 2 U.S.C §431(13) and 11 CPRM 100.12.

B. Bert EffotH Ensures Compliancy. When the treasurer of a political committee
shows that the committee used best efforts (see below) to obtain, maintain, and submit
the information required by the Act, the committee's reports and records will be
considered in compliance with the ACL 2 U.S.C. J432Gi)(2Xi).

C Deflation of Best Efforts. ThetteaMirerandlheoommitleewiUbeoonaideredto
have used -best efforts*1 if the committee satisfied all of the following criteria:
• All written solicitations for contributions included:

o A clear request for the contributor's full name, mailing address, occupation.
and name of employer^ and

o A statement that such reporting is required by Federal law.
• Within 30 days after the receipt of the contribution, the treasurer made at least one

effort to obtain the milling information* hi either a written request or a documented
oral request.

• Tte treasurer reported any contributor in^
provioMbytheaxrtributor.wasobcrin^
contained in the committee's records or in prior reports that the committee filed
during the same two-year election cycle. 11CER f,104.7(b).

The Audit staff reviewed all contributions from individuals itemized on Schedules A of
IPS disclosure reports, which were in an amount or aggregate greater than $200 for
adequate disclosure of occupation and/or name of employer. The review identified 1,173
contributions from 939 contributors, totaling $812,585, that did not have an occupation
andVor name of employer disclosed property. Of the 1,173 errors identified, 1,080
(92.07%) were blank, disclosed as "N/A" or "Information Requested." The remaining
errors (7.93%) consisted of incomplete disclosures (for example, an employer was
disclosed but no occupation). It was noted that TFS solicitation devices properly
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contained a nqiKit for occinatim However, the noonb
provided to the Audit staff did not contain any follow-up requests for the missing
contributor infonnsiioiL As such, TFS does not sppear to have made "best efforts** to
obtain, maintain and tepoit occupation and name of employer infonnation.
At the exit conference, the Audit staff provided TlSiepniattadvei with a schedule of
the individuals far which occt^>adonandVbriiaineofenipIoyerwasnotpfx>perly .
disclosed. 1TC representatives stated they would review the spreadsheets provided and
would file amended reports to correctly report this activity.

The Audit staff recommended that TFS take the following action:
• Provide documentation such as phone logs, icturaed contributor letters, completed

contributor contact information sheets or other materials which demonstrated that best
efforts were made to obtain, maintain, and submit the required disclosure

t or
Absemsudi a dqnuisuatiOT,TK should haven
individuals for whom required information is missmg or incomplete, provided
documentation of such contacts (such as copies of letters to the contributors and/or
phone logs), and amended its reports to disclose any mfomation obtained from tho

I Finding 9. Failure to File 48-Hour Notices

TFS failed to file 48-hour notices for 77 contributions totaling $106,100. The Audit staff
I that TFS provide evidence that 48-hour notices were timely filed.

Legs* Standard
La^MinateCtonti4Mitioiis(48-HoiirNodce).
notices regarding contribution of $1,000 or moieiecdved ten than 20 daya but more
than 48 hours before any election in which the candidate Ururaring. This rule applies to
sIltypesofcOTtributiomtomyauttrorizedcon^ 11CFR
1104.5(0.

knafraii
The Audit staff reviewed those contributions of $1,000 or more that were leceived during
the 48-hour notice filing period for the priinary, general and runoff elections. TFS failed
to file 48-hour notices for 77 contributions touulng $106,100 usimunarized on the next
page.
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Election Type

Pnmary
General
Runoff

*• HMMB TbTntinaa W«« WI«J4« HOOT Nouoa not nun

Number of Nottef

1
6
70

77

Total
$1.000
$6.000
$99.100

$106.100

At the exit conference,;TFS was provided • ichedule of the 484iour notice* IK* filed
IPS feprewntativet Mated they -would review the ipreadsheets and provide additiontl
docunentfllioii ttut would reduce the number of enon.

Interim Ao4tt Report necoauneiidatton
The Audit naff recommended Hut ITS provide evidence that 48-hour notices were
timely filed or submit any written comment! it coniiden relevant


